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MOZAMBIQUE - KEY EOONOMIC INDICATORS 


All values in Mtllion US$ 
unless otherwise stated 


r= revised figures 
x= estimates 


INCOME, INVESTMENT & PRODUCTION 


GNP, at current prices 

Per capita GNP, at current prices 
Valud of bldgs. completed 

Capital newly formed companies 
Value of industrial output 


MONEY AND PRICES 


Money supply 
Comm. bank loans outstanding 
Public debt outstanding (1971-73) 
External debt service ratio 
Interest rate: BOM central bank's 

prime rate 

Commercial banks 
- 150 days 
over 150 days 

Price indices: 1956/57 = 100 
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Exchange rate: US$1.00 = 25 Mozambique escudos 
(conventional) 
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1972 1973 Cumulative Change Z Rate of 
Growth (%) 
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Lourenco Marques: avg. consumer (points)166 


Price indices: 1968 = 100 


L. Marques: avg. gross sales (points) 


BALANCE OF PAYMENTS & TRADE 


Gold and exchange reserves 

Balance of payments: + or - 

Trade deficit 

Exports, FOB (Jan/Sept. 74) 
U.S. share of exports 

Imports, CIF (Jan/Sept. 74) 
U.S. share of imports 
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MAIN IMPORTS FROM US (Jan/AUG. 1974) in US$ MILLIONS: Ditchers, excavators, graders 
and parts (2.9); airplanes and parts (1.8); tractors (1.4); machinery and parts, n.sp. 
(1.0); iron and steel products and steel rails (0.9); disinfectants, fungicides, 





herbicides, etc. (0.5); radio, telegraph, telephone and wireless equipment 
(0.8); agricultural, industrial and textile machinery and equipment (0.8); 
automotive equipment (0.8); internal combustion engines and parts (0.3%); 
compressors, pumps and valves (0.6); air conditioners, refrigerators and 
temperature control equipment (0.6); cotton and synthetic fiber textiles 
(0.3); caustic soda and n.sp. chemicals (0.3); raw materials for plastic 
industry (0.3); lubricating oil (0.2); roller bearings, crankshafts, etc. 
(0.2); paper and cardboard (0.2); pharmaceutical products (0.2); electric 
and electronic parts and equipment (0.2), cranes, fork-lifts and parts 
(0.1); motors and generators (0.1). 


SOURCES: Bol. Mens. de Estat. (1971-75), Lourenco Marques (sundry issues); 
Contas da Geréncia e Exercicio (1971-73), Lourenco Marques; and Bol. 


Oficial de Mocambique, Series I, (December 31, 1971-73), Lourenco Marques. 


(+) Estimates 





SUMMARY : 


The immediate pre - and post independence period has been difficult for 
Mozambique, as political and economic uncertainties exacerbated declining 
economic trends and conditions which began after the April 1974 coup 

in Portugal. The exodus of skilled Portuguese technicians and professionals 
has had repercussions in government, services, commerce and industry, and 
agriculture. Traditionally strong sectors of the economy and former strong 
foreign exchange earners, such as agriculture and transportation, have 
especially felt the strains of the period. 


The outlook for the short term is for a continued deficit in the balance 
of payments, shortages of raw materials and credit, a lack of skilled 
personnel, and little foreig:. investment. On the plus side, Mozambique 
has been pledged substantial unilateral and international aid. The 
government policy is to ac ept economic hardships in order to create 

a "new socialist society" and the "new African man." 


In view of the current unstable political and economic conditions, 
opportunities for U.S.firms to expand exports to Mozambique are bleak, 
with the possible exception of sales of transportation equipment. Little 
U.S. or other foreign investment is foreseen in the immediate future 

in the absence of a foreign investment code, and in the presence of 
strong government bias against capitalism and multinational firms. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The political and economic uncertainties following the signing of the 
Lusaka Accords on September 7, 1974, have resulted in a severe decline 
in Mozambique's economy. 


Political unrest, culminating in the racial disturbances of September 
and October, 1974, led to a mass exodus of Europeans. Aside from the 
concurrent effects of capital flight, the expatriation of a large 


sector of the technically competent portion of the population has had 


profound repercussions in the administration of government and 


essential services, commerce and industry, and agriculture. 


Upon independence on June 25, 1975, the government, headed by the Front 
for the Liberation of Mozambique (FRELIMO) abruptly launched a program 
of socialism. In late July, all health, legal, educational and funeral 
services were Nnationalized. These acts, and the accompanying rhetoric, 
exacerbated both the exodus of skilled personnel and its effects. In 
addition, the freezing of bank accounts of those individuals and firms 
whose services and assets were nationalized led to a liquidity and 
credit crisis as frightened depositors withdrew their funds. Besides 
the political uncertainties and the exodus of whites, high inflation, 





rising costs, government controls, and a shortage of foreign exchange 
which made imports difficult, caused many firms to go bankrupt in 
1974 and 1975. 


No 1974 figures are available, but reliable sources have estimated 
a 20-30% decline from the 1973 GNP estimate of US$2.4 billion in 
current prices. Nearly all indicators point to a continuing and 
increasing decline in 1975, 


Worker productivity has slipped dramatically following independence, 
due to a lack of management experience, new labor powers in directing 
production, and the euphoria of independence. 


Although Mozambique is now receiving windfall benefits from the sale 

of gold received as remittances due its nationals working in South 
African mines, the falling free market gold price and the IMF decisions 
to end the two-price structure have adversely affected this largest 
single earner of foreign exchange. The government had pledged to end 
this migratory labor as soon as employment can be found for these 
people in Mozambique; however, recruitment of miners is reported at all 
time highs. 


AGRI CULTURE 


Agricultural output, which in the 1970's has accounted for 75% of the 
GNP, and 75-80% of the country's exports, is expected to exhibit lower 
production volume in 1974, but export crops have benefitted substantially 
from higher world prices. Sugar, coconuts, copra, cashew nuts, timber, 
tea and sisal, all major export crops, generated $175 million from 
January to September 1974, more than the entire previous year. The 
destruction of cattle and poultry stock by mobs during the September 
and October disturbances, and in 1975 by owners liquidating their 
investments, resulted in periodic meat, dairy and poultry shortages 

in major urban centers Milk production, for example, is currently 
quantities. 
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about one-third of 197: 


The Government predicts further disastrous declines in 1975 for nearly 
all export and some domestically-consumed food crops. The drops 
predicted range from 55-60% for tobacco and cotton to 22% for rice. 


Coastal fishing, a potentially rich source of income, remains largely 
undeveloped. Aside from shrimp fishing for export, little fishing 
is done except near major urban centers. 


Imports of food and animal products (except fish) were valued at about 
$38 million, for the January-September 1974 period, an increase 
of 17% from the corresponding period of the previcus year. Major 





import items include wheat, paper, wines, milk and milk products, olive 
and vegetable oils, malt and yeast, and potatoes. 


The Government has declared that agriculture is to be the basis for its 
development, and is vigorously pursuing the establishment of "communal 
villages," patterned after the Tanzanian "ujamaa" program. 


INDUSTRIAL OUTPUT 


Total value of industrial output in 1974 was estimated at about US$580 
million, about 7.5% above 1973. These industries showed the following 
increases over 1973 levels: sugar processing, 69%; flour milling, 30%; 
textile manufacture, 22%; and petroleum refining, 13%. 
Other industries were faced with strict import restrictions of raw 
materials, which reduced output. Some industries were temporarily 
shut down or worked on a reduced schedule, due to lack of credit or 
inability to maintain an inflated payroll. 


CIVIL CONSTRUCTION INDUSTRY 


Government-announced Development Plans were either abandoned or sharply 
curtailed for lack of funds. Even though work on the Massinger Dam 

and the Cahora Bassa hydroelectric complex continued, the date when 
Cahora Bassa is to begin supplying electricity to South Africa has again 
been postponed with production now expected to begin in early 1976, 


A lack of credit, curtailed imports of raw materials and equipment, 
and the exodus of skilled personnel and foreign residents were the 
chief factors which virtually paralyzed the housing industry during 
most of 1974 and 1975. Little improvement in the construction sector 
is fareseen in the short term, 


TRANSPORTATION SECTOR 


During 1974, ports and railways registered lower volume, due to strikes, 
a lack of rolling stock and locomotives, and a shortage of personnel. 
After independence, the port of Lourengo Marques became virtually 
deserted, as South African shippers, fearing the ability or willingness 
of the new regime to maintain the port and rail service, diverted their 
cargoes to South African ports. The decline was so severe that by the 
middle of August, the number of "casual labor" stevedores per shift 

had been reduced from about 1200 to 120, and mishaps and bumbling by 
inexperienced operators caused equipment breakdowns, accidents and delays. 
The port surcharge was reduced from 30% to 15% in August. This 
Situation demonstrated some adjustment by mid-October, but little real 
increase in port volume has been noted. The ore handling facility, 





while not experiencing such drastic curtailment, nevertheless was 
estimated to be functioning at about 60% capacity. 


The ports of Beira and Nacala have been less affected. Rhodesian 

and Zambian exports and imports remain at very high levels. In the 
short term, the Zambian interchange is expected to increase, Little 

is known at this time of Mozambique's intentions to apply economic 
sanctions against Rhodesia, but if economic realities prevail over 
idealogy, it is unlikely that sanctions can be expected to be 

enforced in the short term. A team of transportation experts under 

UN auspices is presently making a study of the Mozambican rail and 
port system, and rail authorities are reportedly planning the purchase 
of new equipment to ease congestion and to replace locomotives damaged 
in accidents. The South Africans have installed a new signalling 

and traffic management system on lines in the southern portion of 

the country, and are performing maintenance in South Africa on 
Mozambican equipment. The national airline, DETA, experienced nearly 
a 50% decline in domestic travel since independence, but international 
travel passenger volume appears to be holding up. The company is 
reportedly looking for equipment to expand its international routes. 


TOURISM 


Mozambique tourist trade was also a victim of political uncertainties. 
Total foreign exchange earnings in 1974 were about US$ 6.5 million, 

$1 million less than 1973, and down 40-60% from the early '70's. 
Occupancy of hotels, boarding houses, and resorts has declined 
substantially, resulting in some closures and drastic curtailment of 
services. 


The Government has announced a policy of directing tourism for the 
benefit of Mozambicans, and to "reinforce the links of friendship with 
the socialist countries." For political reasons, South Africans and 
Rhodesians are no longer encouraged to visit their Mozambican neighbor. 


LABOR 


Significant developments have occurred in the labor field. Workers! 
groups have been given a voice in the management of companies, and 
often demand the ouster of any supervisor they find not to their 
liking. Many small and middle-sized firms have had to maintain 
workers on the payroll for which they have no work, in order to 
avoid being charged with some form of economic sabotage by the 
government. 


The new labor powers, lack of competent supervision, and independence 
euphoria have contributed to a substantial decline in productivity. 





Massive unemployment in urban areas now troubles the new government. 
Although there are few statistics, the labor office reported it could 
only place 159 of 11,000 applicants. Many of the unemployed can only 
find jobs as municipal garbage collectors, lottery ticket vendors, or 
car washers. 


Additionally, the repatriation in 1970 from Tanzania of an estimated 
J 2 

100,000 Mozambican refugees is expected to add a large pool of 

2 Ss é 
unemployed in the northern part of the country. Government leaders 
have now allied production with the revolution, castigated "reactionaries" 
who by absenteeism and slow-downs are "sabotaging the economy", énd blamed 
unemployment on the "colonial-capitalistic system," 


MINING 


Exploitation of natural resources continued dormant in late 1974 and 
1975. During the period, the interest which had been shown by 
foreign firms in developing gas, oil, and coal reserves evaporated in 
the face of unknown government policies toward foreign investment. 


While a foreign investment code is reputedly in the works, nothing 

has yet been published. Upon independence, the State claimed for 
itself full ownership of the land and sub-soil resources. The 
exploitation of mineral resources is of great potential in Mozambique. 
Although a systematic geological study was begun only in 1952, and has 
covered only about half the country, substantial reserves of coal, iron 
ore, and aluminum have been located. Considering the availability of 
cheap power from Cahora Bassa, the creation of a viable steel and 
aluminum industry in Mozambique can be foreseen in the long term. 
Possible large oil and gas deposits have not been fully evaluated. 


COMMERCIAL ACTIVITY 


To control inflation and profiteering, the government and FRELIMO 
vigilantes have attempted to enforce strict price controls. The 
government has also opened "people's stores" with a very low 
maximum profit margin to combat alleged high prices of the larger 
food stores. 


Clothing, footwear, and other commodities in short supply in late 
1974 were abundaiut in mid-1975 at controlled prices, which are three 
times higher than the prices prevailing three years ago. The 
increased prices are attributed to the higher costs of imported 
synthetic fibers, and the substantially higher wages granted after 
the 1974 strikes. 





BUDGET 


The Mozambique Ordinary Budget for 1974, announced prior to April 24, 
1974, was estimated at US$485 million, about 21% higher than in 1973. 
Mounting inflation, estimated to be at least 10%, considerably reduced 

the size of real resources placed at the disposal of the Government. 
Following the April coup in Portugal, budget expenditures were reallocated 
according to priorities ruled by the Provisional Government. 


The Extraordinary Budget for 1974, anticipated to be US{112 million, was 
drastically curtailed. Many of the Development Plan projects were 
either abandoned or reduced, according to the desires of the 

Provisional Government, or the availability of funds. Preliminary 
figures for the 1974 budget indicated that overall receipts amounted 

to about $574 million ($558 million in 1973), of which ordinary 

receipts accounted for about $482 million and extraordinary receipts 

for $92 million. In 1973 ordinary and extraordinary receipts amounted 
to $453 million and $105 million respectively, with ordinary and 
extraordinary disbursements of $468 million and $112 million respectively. 
Similar disbursement data for 1974 are not yet available. 


The 1975 Budget, although it has been announced, it is not of much 
use, as changes are expected in several areas. The Transitional 
Government, when it announced the budget, pointed out that it had not 
had sufficient time to transform the budgetary structure and to reform 
the government agencies. Furthermore, it noted that the system, 
unaltered since the 1920's, was inadequate and facilitated fraud and 
evasion. A radical review of the tax structure is also anticipated. 
However, the priorities of the 1975 budget are useful as indicators 

of the general direction and desires of the new government: 


The first priority was given to education and culture. Second priority 
was assigned to the agricultural sector, including forestry and 
livestock, this sector being the declared base for Mozambique's 
development. Third priority was given to health and social services, 
and fourth priority was given to the restructuring and widening of the 
activities of the armed forces, known as Forces for the Liberation of 
Mozambique (FPLM), in order to enable them to take part in the national 
reconstruction. | 


CREDIT 


At the end of 1974, Mozambique's money supply was reported at the 
unprecedented level of US$833.2 million, a 30% increase from the year 
previous. More money was in the hands of the public because of high 
wage settlements agreed to earlier in the year, and runs on the banks. 





Commercial banks tightened credit extended to local concerns, and were 
requested to make loans to the government and subscribe to Treasury 
promissory notes issued for funding some Development Plan projects. 


Although the Government has announced the liberalization of loans for 
development of farm and cattle estates, there are few takers. Banking 
sources have indicated that at the present time the only investment 
occurring in Mozambique is that which was* committed before independence. 


BALANCE OF PAYMENTS 


Mozambique's balance of payments registered a deficit of US$27.8 million 
in 1974, compared with a deficit of $3.7 in 1973 and a surplus of 

$60.9 million in 1972. Although earnings in the "invisible account" 
increase by 31% to $157.2 million, the "Merchandise Account" reflected 
a deficit of $161.3 million, nearly 43% higher than 1973. The "Capital 
Account" showed a deficit of $23.6 million, almost 51% higher than the 
previous year. 


Although there are many unknowns to consider in 1975, such as receipts 
of foreign aid and a probable lower volume of imports, the outlook is 


for continued deficits in the balance of payments. 


EXTERNAL TRADE 


Compared to the same period in 1973, January-September 1974 commodity 
imports increased in value by nearly 8%, while commodity exports 
increased in value by nearly 40%. Total value of commodity imports 

ana exports in the same period amounted to $360 million and $214 million, 
respectively. 


South Africa continued as the principal supplier to Mozambique. The 
following shares of imports were registered in the first nine months 
of 1974: South Africa, 19%; Portugal, 17%; West Germany, 14%5 Japan, 


7%; United Kingdom, 6.5%, United States, 6.1%; and France, 6%. 


Leading purchasers of Mozambican exports in the same period were 
Portugal, 29%; United States, 12%, South Africa, 10%, India, 7%; 
the Netherlands, 6%, and the United Kingdom, 5%. 


Beginning in 1970, Mozambique's foreign trade may begin to reflect 

a new orientation toward trade with Socialist countries, the declared 
"natural allies" of the new government. The United States share of 
commodity imports and exports is likely to remain unchanged. 





EXTERNAL DEBT AND FOREIGN EXCHANGE RESERVES 


The external debt of Mozambique at the end of 1974 was estimated at 
about $640 million, plus about another $250 million for the Cahora 
Bassa project. About half of this external debt is thought to be 

in Portuguese escudos, and half in other foreign currencies. Foreign 
exchange reserves fell to zero in mid-1974, when the Provisional 
Government took steps to severely limit imports. The situation improved 
slightly, but banking circles have stated that at the present time 
little foreign exchange exists. Businessmen have reported that bills 
payable in foreign exchange are paid on a Selective basis, with about 
a five to six month delay. Due to expected declines in most important 
foreign exchange earners, the outlook in the short term is for little 
improvement. 


FOREIGN AID 


Substantial amounts of foreign aid have been promised to Mozambique, 
from international and national donors, totaling at present about 
$150 million. Largest pledges so far announced are from the People's 
Republic of China, $56 million; the United Nations, $20 million; 
Sweden and Portugal, about $20 million each; and the Netherlands, 

$10 million. 


Although few details of the various programs have been announced, it 
is likely that the money will be allocated to projects according to 
the priorities which the government assigned to the 1975 budget. 


IMPLICATIONS FOR THE UNITED STATES 


Due to the shortage of foreign exchange, the declining economy, and 
absence of an investment code, prospects in the short term for 

U.S. businessmen are bleak. In addition, the strong stand taken by 
the Government of Mozambique against capitalism and multinational 
companies, its socialist programs, and the threat of further 
nationalizations are not encouraging for the long term. 


Trade disputes, investment contracts, and other business activities 
will be hampered in the absence of a competent legal system, and 

visa difficulties and other government "red tape" will impede personal 
sales contacts. 


Due to the conditions and trends mentioned in this report, it is 
recommended that transactions with any Mozambican business entity be 
conducted on the basis of an irrevocable letter of credit, or other 
assured method cf payment. 


* UeS. GOVERNMENT PRINTING OFFICE: 1976—210-946/66 3-1! 
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